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SACRAMENTO UPDATE

Medi-Cal Hospital Finanding

Yesterday, Health and Human Services Secretary Kim Belshé held a press conference
to announce that the Schwarzenegger Administration has reached agreement on a
Medi-Cal hospital financing waiver with the Federal government. Secretary Belshé
reported that the waiver package would provide California with $3.3 billion ($671 million
annually) in additional Medicaid funds over the five years of the waiver and said that
the Administration will work with the Legislature and various stakeholders to secure
legislation to implement the waiver prior to the Legislature’s scheduled adjournment
on September 9, 2005. California’s current waiver expires June 30, 2005, and the
Administration has requested a 30-day extension of the current Selective Provider
Contracting Program waiver. :

Overall, the waiver reforms the mechanics of inpatient Medi-Cal payments, including
$2 billion in Disproportionate Share Hospital (DSH) and SB 1255 hospital payment
programs, to reduce and/or phase-out the use of intergovernmental Transfers (IGTs).
In lieu of IGTs, the waiver establishes an alternative financing model known as Certified
Public Expenditures (CPEs) which would be made by county and University of
California hospitals. These CPEs are essentially county funds expended on indigent
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health care, and they would backfill IGTs being used to fund the non-Federal share of
DSH and SB 1255 payments and the State General Fund share of base Medi-Cal
payments to public hospitals. ' '

The waiver would create a Safety Net Care Pool comprised of a substantial portion of
existing Federal Medi-Cal funding for public hospitals, as well as a new source of
Federal funding ($180 million annually) that would be contingent on the State expanding
managed care in the first two years of the waiver, and establishing a Healthcare
Coverage Initiative to expand coverage options for persons currently uninsured in the
remaining years of the waiver. The total annual value of the Safety Net Care pool is
$766 million annually.

The Administration indicates the wavier will provide $671 million in more Federal
funds annually comprised of $226 million related to changes in the use of California’s
DSH allotment, $265 million in growth available to private safety net hospitals, and
$180 million related to managed care and coverage. Securing a sufficient non-Federal
share will determine whether these funds can or will be realized.

The DSH Task Force, of which the County is a member, responded to the
announcement by outlining a series of concerns raised over the past year that have not
been addressed in the waiver negotiations, such as the bifurcation of public and private
hospitals funding; lack of sufficient growth for public hospitals; the waiver subjects
private safety net hospitals to annual general fund appropriations; a requirement to
expand managed care and coverage to access $180 million annually of the Federal
funds; and it does not provide assurance that sufficient non-Federal funds will exist to
draw down all possible Federal funds.

Speaker Fabian Nufiez issued a press release stating that there are concerns that the
waiver agreement “doesn’t provide the necessary Federal dollars to stabilize California’s
public and private hospitals,” and that he shares “the concerns of California’s hospitals
that the Administration’s proposal provides no guarantees that hospitals can access
new Federal dollars, because much of the proposed funding is tied to risky proposals,
like mandatory enrollment into managed care.”

Status of County-interest Legislation

County-supported AB 338 (Levine), which would require the State Department of
Transportation (Caltrans) to use increasing amounts of crumb rubber from waste tires in
State highway, construction, and repair projects, passed the Senate Transportation and
Housing Committee on June 21, 2005 by a vote of 8 to 5, and now proceeds to the
Senate Environmental Quality Committee.

Sacto Update 2005/sacto 062305



Each Supervisor
June 23, 2005
Page 3

County-supported AB 856 (Bass), which would add the Director of the Department of
Conservation, or his or her designee, as a non-voting member of the Baldwin Hills
Conservancy (BHC) board, make changes pursuant to the Bagley-Keene Open Meeting
Act, and repeal the requirement that the BHC obtain and maintain liability insurance,
passed the Senate Natural Resources and Water on June 21, 2005 by a vote of 9 to 2,
and now proceeds to the Senate Appropriations Committee.

County-supported AB 1252 (Pavley), which would authorize the County to designate
Mulholland Highway as an official County Scenic Highway, passed the Senate
Transportation and Housing Committee on June 21, 2005 by a vote of 12 to 0, and now
proceeds to the Senate Appropriations Committee.

County-supported AB 1565 (Pavley), which would authorize the California Children
and Families Commission, in coordination with the State Departments of Education and
Social Services, and other interested parties, to develop a proposal for creating a
statewide voluntary star-quality rating system for child day care facilities to encourage
child care providers to provide a higher standard and quality of care than is currently
required under the California Child Day Care Act, passed the Senate Education
Committee on June 22, 2005 by a vote of 9 to 0, and now proceeds to the Senate
Human Services Committee.

County-sponsored AB 1769 (Negrete Mcleod), which would provide an exemption for
the Los Angeles County Fire Chief from the mandatory retirement provisions under
County Employees Retirement Law of 1937, was amended June 20, 2005 to add an
urgency clause and- delete provisions that would have made changes to other public
retirement systems unrelated to the County. The bill now solely addresses the County’s
Fire Chief, and is to be considered on the Assembly Floor on June 23, 2005.

County-opposed SB 926 (Florez), which would permit the Kern County Board of
Supervisors to adopt an ordinance to regulate or prohibit the importation of sewage
sludge from another California county for application in Kern County, was amended on
June 20, 2005 to permit the Kern County Board of Supervisors to prohibit the Jand
application of sewage sludge in the unincorporated areas of Kern County, and require
the prohibition to exempt land application permitted by a State or local entity before the
effective date of the prohibition. The exemption would not apply to any renewal of a
pre-existing permit that directly regulates the land application of bio-solids when the
renewal occurs after the effective date of the prohibition. SB 926 is currently in
the Assembly Local Government Committee awaiting a hearing date. Our Sacramento
advocates will continue to oppose this measure.

County-supported SB 578 (Escutia), which would require a railroad corporation to

promptly notify the Office of Emergency Services, the California Highway Patrol, and
designated county public safety agencies in an endangered area, of certain information
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relative to hazardous materials, and in certain events, of train and track locations,
whether or not an accident or spill occurs, passed the Assembly Environmental Safety
and Toxic Materials Committee on June 22, 2005 by a vote of 7 to 0, and now proceeds
to the Assembly Transportation Committee. :

A roster containing the status of all bills of County interest is attached.

We will continue to keep you advised.

DEJ:GK
MAL:JF:EW:ib

Attachment

c: Executive Officer, Board of Supervisors
County Counsel
Local 660
All Department Heads
Legislative Strategist
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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